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JamesMarta & Company LLP
Certified Public Accountants

Accounting, Auditing, Consulting and Tax

INDEPENDENT AUDITOR'S REPORT

Board of Trustees
Pierce Joint Unified School District
Arbuckle, California

Report on the Financial Statements

We have audited the accompanying financia statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the Pierce Joint Unified School District (the “ District”), as of and for
the year ended June 30, 2013, and the related notesto the financial statements, which collectively comprise the
District’s basic financial statements as listed in the table of contents.

M anagement’s Responsibility for the Financial Statements

Management isresponsible for the preparation and fair presentation of these financial statementsin accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of Americaand the standards
applicableto financial audits contained in Gover nment Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’ sjudgment, including the assessment of the
risks of material misstatement of the financia statements, whether due to fraud or error. In making those risk
assessments, the auditor considersinternal control relevant to the entity’ s preparation and fair presentation of the
financial statementsin order to design audit proceduresthat are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’ sinternal control. Accordingly, we express
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide abasisfor our audit
opinion.

701 Howe Avenue Suite E3, Sacramento, California95825 Phone: (916) 993-9494 Fax: (916) 993-9489 1
e-mail: jmarta@jpmcpa.com  WwWw.jpmcpa.com
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund, and the aggregate remaining fund information
of the Pierce Joint Unified School District (the “District”), as of June 30, 2013, and the respective changesin
financial position and, where applicable, cash flows thereof for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Prior Period Restatements

Change in Accounting Principle

Asdiscussed in Note 1.S. to thefinancial statements, the District changed its accounting and reporting for bond
issuance costs and deferred loss on refunding of bondsin accordance with Governmental Accounting Standards
Board Statement No. 65— Items Previously Reported as Assetsand Liabilities. Thedeferred lossisnow shown as
aseparate lineitem under deferred outflows on the Statement of Net Position. The prepaid bond issuance costs
of $121,196 are no longer recognized as an asset and reduced the beginning net position balance by that amount.

Other Restatements

Asdiscussed in Note 1.S. to the financia statements, the prior period government-wide financia statements
did not reflect the liability for a supplemental employee retirement plan offered in 2011-2012. The amount
of the liability was $202,200 and reduces the beginning net position by this amount.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of Americarequirethat management’ sdiscussion
and analysis and budgetary comparison information on pages 4-10 and 34, respectively, be presented to
supplement the basic financial statements. Such information, although not apart of the basic financial statements,
isrequired by the Governmental Accounting Standards Board who considersit to bean essential part of financial
reporting for placing the basic financial statementsin an appropriate operational, economic, or historical context.
We have applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing theinformation for consistency with
management’ sresponsesto our inquiries, thebasic financia statements, and other knowledge we obtained during
our audit of the basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express an opinion or
provide any assurance.



Other Information

Our audit was conducted for the purpose of forming opinions on the financia statements as a whole. The
accompanying supplemental information aslisted in the table of contents, including the schedul e of expenditures
of Federal Awards, whichisrequired by U.S. Office of Management and Budget Circular A-133 are presented
for purposes of additional analysisand are not arequired part of thebasic financial statements. Suchinformation
isthe responsibility of management and was derived from and relates directly to the underlying accounting and
other records used to prepare the financial statements. The information has been subjected to the auditing
procedures applied in the audit of thefinancia statementsand certain additional procedures, including comparing
and reconciling such information directly to the underlying accounting and other records used to prepare the
financial statementsor to thefinancial statementsthemselves, and other additional proceduresin accordancewith
auditing standards generally accepted in the United States of America. In our opinion, theinformationisfairly
stated in all material respectsin relation to the financial statements as awhole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have al soissued our report dated November 21, 2013 on
our consideration of the District’ sinternal control over financial reporting and on our tests of itscompliancewith
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that
report isto describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion oninternal control over financia reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing Sandards in
considering District’ sinternal control over financial reporting and compliance.

%méwuf?

James Marta & Company LLP
Certified Public Accountants
November 21, 2013
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PIERCE JOINT UNIFIED SCHOOL DISTRICT
MANAGEMENT’SDISCUSSION AND ANALYSIS

JUNE 30, 2013

The following discussion and analysis provides an overview of the financial position and activities of the
Pierce Joint Unified School District (the "District") for the year ended June 30, 2013. This discussion has
been prepared by management and should be read in conjunction with the financial statements and notes
thereto which follow this section.

FINANCIAL HIGHLIGHTSOF THE PAST YEAR

Over the course of the year, the total net position decreased by 1.09%.

On the Statement of Activities, total current year expenditures exceeded total current year revenues
by $114,495.

Capital assets, net of depreciation, decreased $551,854, dueto accumulated depreciation growing at a
higher rate than acquisitions and improvements.

Total long-term liabilities decreased $248,050, due primarily to payments on the general obligation
bonds.
The Digtrict's P-2 ADA increased from 1,284 ADA in fiscal year 2011-12 to 1,320 ADA in fiscal
year 2012-13, an increase of 36 ADA.

OVERVIEW OF THE FINANCIAL STATEMENTS

The Financial Statements

Thefinancia statements presented herein include all of the activities of the District and its component units
using theintegrated approach as prescribed by Governmental Accounting StandardsBoard (GASB) Statement
No. 34.

The Government -Wide Financial Statements present the financial picture of the District from the economic
resources measurement focus using the accrual basisof accounting. These statementsincludeall assetsof the
District (including capital assets), as well as all liabilities (including long-term obligations). Additionally,
certain eliminations have occurred as prescribed by the statement in regards to interfund activity, payables,
and receivables.

The Fund Financial Satementsinclude statementsfor each of thetwo categories of activities: governmental
and fiduciary.

The Governmental Activities are prepared using the current financial resources measurement focus and
modified accrual basis of accounting.

The Fiduciary Activities only report a balance sheet and do not have a measurement focus.

Reconciliation of the Fund Financial Statementsto the Government-Wide Financial Statementsisprovided to
explain the differences created by the integrated approach.

The Primary unit of the government is the Pierce Joint Unified School District.



PIERCE JOINT UNIFIED SCHOOL DISTRICT
MANAGEMENT’SDISCUSSION AND ANALYSIS

JUNE 30, 2013

DISTRICT-WIDE STATEMENTS

The Statement of Net Position and the Statement of Activities

The Statement of Net Position and the Statement of Activities report information about the District asawhole
and about itsactivities. These statementsinclude all assetsand liabilities of the District using theaccrual basis
of accounting which is similar to the accounting used by most private-sector companies. All of the current

year's revenues and expenses are taken in to account regardless of when cash isreceived or paid.

These two statements report the District's net position and changes in them. Net position are the difference
between assets and liabilities, which isoneway to measurethe District'sfinancia health, or financial position.
Over time, increases or decreasesin the District's net position are oneindicator of whether itsfinancial health
isimproving or deteriorating. Other factorsto consider are changesin the District's property tax base and the
condition of the District's facilities.

The relationship between revenues and expenses is the District's operating results. Since the governing
board's responsibility isto provide services to our students and not to generate profit as commercial entities
do, one must consider other factors when evaluating the overall health of the District. The quality of the
education and the safety of our schools will likely be an important component in this evaluation.

In the Statement of Net Position and the Statement of Activities, the District activitiesare reported asfollows:

Governmental Activities-TheDistrict reportsall of itsservicesin thiscategory. Thisincludesthe education
of kindergarten through grade twelve students, adult education students, the operation of child devel opment
activities, and the on-going effort to improve and maintain buildings and sites. Property taxes, Stateincome
taxes, user fees, interest income, Federal, State, and local grants, aswell asgeneral obligation bonds, finance
these activities.

FUND FINANCIAL STATEMENTS

Thefund financial statements provide detailed information about the most significant funds -not the District
as awhole. Some funds are required to be established by State law and by bond covenants. However,
management establishes many other fundsto help it control and manage money for particular purposes or to
show that it is meeting legal responsibilities for using certain taxes, grants, and other money that it receives
from the U.S. Department of Education.

Governmental Funds

Most of the District's basic services are reported in governmental funds, which focus on how money flows
into and out of those funds and the balances | ft at year-end that are available for spending. Thesefundsare
reported using an accounting method called modified accrual accounting, which measure cash and al other
financial assetsthat can readily be converted to cash. The governmental fund statements provide adetailed
short-term view of the District's general government operations and the basic service it provides.
Governmental fund information helps determine whether there are more or fewer financial resourcesthat can
be spent in the near future to finance the District's programs. We describe the relationship (or differences)
between governmental activities (reported in the Statement of Net Position and the Statement of Activities)
and governmental fundsin areconciliation following each governmental fund financial statement.



PIERCE JOINT UNIFIED SCHOOL DISTRICT

MANAGEMENT’SDISCUSSION AND ANALYSIS

JUNE 30, 2013

FINANCIAL ANALYSISOF THE DISTRICT ASA WHOLE

Net Position

The District's combined net position, as of June 30, 2013, was $10,504,149 reflecting a decrease of 4% since
June 30, 2012. Of thisamount, $4,986,474 was unrestricted. Restricted net assets are reported separately to
show legal constraints from the debt covenants and legidation that limit the governing board's ability to use

those assets for day-to-day operations.

Table1 — Net Position

Assets
Current and other assets
Capital assets
Total Assets

Deferred Outflows
Deferred loss on refunding of bonds
Total Deferred Outflows

Liabilities
Current liabilities
Long-term obligations
Total Liabilities

Net Position

Invested in capital assets, net of related debt

Restricted
Unrestricted

Total Net Position

Governmental Activities

2013 2012 Net Change

$ 6,411,239 $ 6,244,346 $ 166,893
10,705,550 11,257,404 (551,854)
17,116,789 17,501,750 (384,961)
42,038 - 42,038
42,038 - 42,038
762,036 980,297 (218,261)
5,892,642 5,579,413 313,229
6,654,678 6,559,710 94,968
5,053,223 5,472,115 (418,892)
464,452 2,191,261 (1,726,809)
4,986,474 3,278,664 1,707,810

$ 10,504,149 $ 10,942,040 $ (437,891)




PIERCE JOINT UNIFIED SCHOOL DISTRICT

MANAGEMENT’SDISCUSSION AND ANALYSIS

JUNE 30, 2013

Changein Net Position

The District's total revenues decreased 1.4% to $11,520,748. General revenues accounted for most of the
District's revenue, contributing about 81% of every dollar raised. Another 19% came from fees charged for

services and operating grants and contributions.

The total cost of all programs and services increased 1.72% to $11,635,243. The District's expenses are
predominantly related to educating and caring for students (68%). The purely administrative activities of the

District accounted for 8% of total costs.

Table 2 -Changein Net Position

Revenues
Program revenues:

Charges for services
Operating grants and contributions

General revenues:
Federal and State aid not restricted
Property taxes
Other general revenues
Total Revenues
Expenses

Instruction-related
Student support services

Administration

Maintenance and operations
Other
Total Expenses

Changein Net Position

Govermnental Activities Net
2013 2012 Change
$ 257,500 $ 250,177 $ 7,323
1,896,188 2,196,221 (300,033)
5,632,321 5,639,157 (6,836)
3,390,436 3,248,680 141,756
344,303 348,723 (4,420)
11,520,748 11,682,958 (162,210)
6,859,364 6,576,479 282,885
1,096,075 1,052,852 43,223
923,776 907,523 16,253
1,157,539 1,236,872 (79,333)
1,598,489 1,664,363 (65,874)
11,635,243 11,438,089 197,154
$ (114,495) $ 244,869 $  (359,364)




PIERCE JOINT UNIFIED SCHOOL DISTRICT
MANAGEMENT’SDISCUSSION AND ANALYSIS

JUNE 30, 2013

Governmental Activities

As reported in the Statement of Activities on page 12, the cost of all of our govermnental activities was
$11,635,243 and $11,438,089 for June 30, 2013 and 2012, respectively. However, the amount that our
taxpayers ultimately financed for these activities through local taxes was only $9,481,555 and $8,991,691,
respectively, because aportion of the cost was paid by those who benefited from the programs ($257,500 and
$250,177, respectively) or by other governments and organi zations who subsidized certain programs with
grants and contributions ($1,896,188 and $2,196,221, respectively).

Table 3 reflects the net cost of each of the District's largest functions - instruction, student support,
administration, maintenance and operations, and other costs. Included in this table are each program's net
costs (total cost |essrevenues generated by the activities). Asdiscussed above, net cost showsthe financial
burden placed on the District's taxpayers by each of these functions. Providing thisinformation allows our
citizensto consider the cost of each function in comparison to the benefits they believe are provided by that
function.

Table 3 - Net Cost of Governmental Activities

Total Cost of Services Net Cost of Services
2013 2012 2013 2012
Instruction $ 5,946,651 $ 5711211 $ 4,760,322 $ 4,412,262
Instruction related services 912,713 865,268 836,229 776,859
Pupil services 1,096,075 1,052,852 289,455 94,054
Administration 923,776 907,523 843,362 827,386
Maintenance and operations 1,157,539 1,236,872 1,155,911 1,216,767
Other 1,598,489 1,664,363 1,596,276 1,664,363

Totals _ $ 11,635,243 $ 11,438,089 $ 9481555 $ 8,991,691

FINANCIAL ANALYSISOF THE DISTRICT'SFUNDS

As the District completed the school year, the govermnental funds reported a combined fund balance of
$5,665,330, which is an increase of $157,536 from last year.

Table4 - Governmental Funds

Balances and Activity
July 1, 2012 Revenues Expenditures July 1, 2013

Generd $ 3,637,963 $ 10,478,551 $ 10,306,527 $ 3,809,987
Bond Interest and
Redemption 875,547 331,102 400,882 805,767
Capital Facilities 842,685 76,730 45,115 874,300
Non-major funds 151,599 634,378 610,701 175,276

Totals $ 5,507,794 $ 11,520,761 $ 11,363,225 $ 5,665,330




PIERCE JOINT UNIFIED SCHOOL DISTRICT

MANAGEMENT’SDISCUSSION AND ANALYSIS

JUNE 30, 2013

General Fund Budgetary Highlights

TheDistrict'sbudget isprepared in accordance with Californialaw and isbased on the modified accrua basis
of accounting. Over the course of the year, the District revises its budget based on updated financial
information. The original budget, approved at the end of Junefor July 1, isbased on May Revisefiguresand
updated 45 days after the State approvesits fina budget. In addition, the District revisesits budget at First

and Second Interim.

Capital Assets

Capital assets, net of depreciation, decreased $551,854 as accumulated depreciation acquisitions and
improvements grew at a higher rate than acquisitions and improvements.

Table5 - Capital Assetsat Year-End

Governmental Activities

2013 2012 Net Change
Land and construction in progress $ 89,042 $ 89,042 $ -
Building and improvements 10,277,293 10,778,943 (501,650)
Equipment 339,215 389,419 (50,204)
Totals $ 10,705,550 $ 11,257,404 $ (551,854)

Long-Term Liabilities

Total long-term liabilities increased $248,050, primarily due to payments on bond obligations, the Early
Retirement Incentive-STRS Golden Handshake, and the Supplemental Employee Retirement Plan.

Table 6 - Outstanding Debit at Year-End

General obligation bonds
Accumulated vacation - net

Early Retirement Incentive: STRS Golden Handshake

Supplemental Employee Retirement Plan
Totals

Governmental Activities

2013 2012 Net Change

$ 5652327 $ 5833239 $ (180,912

26,296 26,864 (568)

52,259 78,389 (26,130)
202,200

161,760 (40,440)

$ 5892642 $ 6,140,692 $ (248,050)




PIERCE JOINT UNIFIED SCHOOL DISTRICT
MANAGEMENT’SDISCUSSION AND ANALYSIS

JUNE 30, 2013

The notes to the financial statements are an integral part of the financial presentation and contain more
detailed information as to interest, principal, retirement amounts, and future debt retirement dates.

ECONOMIC FACTORSBEARING ON THE DISTRICT'SFUTURE

Student enrollment and attendance are primary factorsin the computation of most funding formulas
for public schoolsin the State of California. Enrollment is expected to remain constant in fiscal year
2013-14.

Thefuture predictions require management to plan carefully and prudently to providethe resourcesto
meet student needs over the next several years.

CONTACTING THE DISTRICT'SFINANCIAL MANAGEMENT

Thisfinancial report is designed to provide our citizens, taxpayers, parents, investors, and creditors with a
general overview of the District's finances and to show the District's accountability for the money it receives.
If you have questions regarding this report or need additional financia information, contact the: District
Office, Pierce Joint Unified School District, 540-A 6th Street, Arbuckle, California 95912.

10
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PIERCE JOINT UNIFIED SCHOOL DISTRICT

STATEMENT OF NET POSITION

JUNE 30, 2013

ASSETS
Cash and cash equivalents
Receivables
Prepaid expenses
Capital assets, net of accumulated depreciation
Total Assets
DEFERRED OUTFLOWS

Deferred loss on refunding of bonds

LIABILITIES

Accounts payable and other current liabilities
Unearned revenue
Long-term liahilities:
Due within one year
Due in more than one year
Total Liabilities
NET POSITION

Invested in capital assets, net of related debt
Restricted
Unrestricted

Total Net Position

The accompanying notes are an integral part of these financia statements.

Governmental
Activities

$ 5,162,031
1,247,701

1,507
10,705,550

17,116,789

42,038

671,575
90,461

431,569
5461,073

6,654,678

5,053,223
464,452
4,986,474

$ 10,504,149

11



PIERCE JOINT UNIFIED SCHOOL DISTRICT

STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

Program Revenues

Net (Expense)
Revenues and

Changes in
Net Position

Operating
Chargesfor  Grants and

Grantsand Governmental

Expenses Services  Contributions Contributions  Activities
Governmental Activities
Instruction $ 5H6651 $ 143396 $ 1,042,933 $ (4,760,322
Instructional library, media and
technology 26,358 25,161 (1,297)
Schooal site administration 886,355 2,406 48917 (835,032
Pupil Services:
Home-to-school transportation 337,257 189,504 (147,753)
Food services 584,413 104,980 500,435 21,002
All other pupil services 174,405 11,701 (162,704)
General administration:
Centralized data processing 180,369 (180,369)
All other general administration 743,407 4,695 75,719 (662,993)
Plant services 1,157,539 282 1,346 (1,155,911)
Ancillary services 147,857 1,741 472 (145,644)
Community services 19,636 (19,636)
Enterprise activities 5,275 (5275)
Interest on long-term debt 182,290 (182,290)
Other outgo 593,469 (593,469)
Depreciation (unallocated) 649,962 - - (649,962)
Total governmental activities $ 11635243 $ 257500 $ 1,896,188 (9,481,555)
General Revenues
Taxes and subventions:
Taxes levied for general purposes 3,082,666
Taxes levied for debt service 307,770
Federal and state aid not restricted to specific purposes 5,632,321
Interest and investment earnings 136,827
I nteragency revenues 17,273
Miscellaneous 190,203
Total General Revenues 9,367,060
Change in Net Position (114,495)
Net Position - Beginning 10,942,040
Prior period restatement (323,396)
Net Position - As Restated 10,618,644
Net Position, June 30, 2013 $ 10,504,149
The accompanying notes are an integral part of these financia statements. 12



Bond Interest Non-M agjor

Genera Capital and Redemption Governmental
Fund Facilities Fund Fund Funds Totals
ASSETS
Cash and cash equivalents $ 3352185 $ 879337 $ 805767 $ 124742 $ 5162031
Accounts receivable 1,121,761 1,673 - 124,267 1,247,701
Due from other funds 74,008 - - 696 74,704
Prepaid expenses 1,507 - - - 1,507
Total Assets $ 4549461 $ 831010 $ 805767 $ 2497056 $ 648543
LIABILITIESAND
FUND BALANCES
Liabilities
Accounts payable $ 648,317 $ 6,710 $ - $ 21 3 655,448
Due to other funds 696 - - 74,008 74,704
Unearned revenue 90,461 - - - 90,461
Total Liabilities 739474 6,710 - 74,429 820,613
Fund balances
Nonspendable 3,507 - - - 3,507
Restricted 297,962 - - 166,490 464,452
Assigned 1,022 874,300 805,767 8,786 1,689,875
Unassigned 3,507,496 - - - 3,507,496
Total Fund Balances 3,809,987 874,300 805,767 175,276 5,665,330
Total liabilities and fund balances $ 4549461 $ 831010 $ 805767 $ 249705 $ 648543

The accompanying notes are an integral part of these financia statements. 13



PIERCE JOINT UNIFIED SCHOOL DISTRICT

RECONCILIATION OF THE GOVERNMENTAL FUNDSBALANCE SHEET

TO THE STATEMENT OF NET POSITION

JUNE 30, 2013

Total fund balances - governmental funds

Amounts reported for assets and liabilities for governmental activities in the
statement of net position are different from amounts reported in
governmental funds because:

Capital assets: In governmental funds, only current assets are reported.
In the statement of net position, all assets are reported, including capital
assets and accumulated depreciation.

Capital assets at historical cost:
Accumulated depreciation:
Net:

Unamortized costs: In governmental funds, dferred loss on refunding of
bonds are recognized as expenditures in the period they are incurred. In
the government-wide statements, deferred loss on refunding of bonds are
amortized over the life of the debt.

Unmatured interest on long-term debt: In governmental funds, interest on
long-term debt is not recognized until the period in which it matures and is
paid. Inthe government-wide statement of activities, it is recognized in
the period that it is incurred.

Long-term liabilities: In governmental funds, only current liabilities are
reported. In the statement of net position, all liabilities, including long-
term liabilities, are reported. Long-term liabilities relating to
governmental activities consist of:

General obligation bonds payable:
Employee retirement incentive

Supplemental employee retirement plan
Compensated absences payable

Total net position, governmental activities:

The accompanying notes are an integral part of these financia statements.

$ 20,262,090
(9,556,540)

$ (5652327)
(52,259)
(161,760)

(26,296

$

5,665,330

10,705,550

42,038

(16,127)

(5892,642)

10,504,149

14



PIERCE JOINT UNIFIED SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGESIN FUND BALANCE

GOVERNMENTAL FUNDS

JUNE 30, 2013

Capital Bond Interest All
General Facilities and Redemption Non-M agjor
Fund Fund Fund Funds Totals
REVENUES
Revenue limit sources:
State apportionment $ 4373472 $ - - - $ 4373472
Local sources 3,004,426 - - - 3,094,426
Total revenue limit 7,467,898 - - - 7,467,898
Federal revenue 318,153 - - 481,464 799,617
Other state revenues 2,260,946 - 526 40,049 2,301,521
Other local revenues 431,554 76,730 330,576 112,865 951,725
Total revenues 10,478,551 76,730 331,102 634,378 11,520,761
EXPENDITURES
Certificated salaries 5,010,398 - - - 5,010,398
Classified salaries 1,335,745 - - 224,084 1,559,829
Employee benefits 1,772,054 - - 84,527 1,856,581
Books and supplies 569,608 3151 - 259,461 832,220
Services and other operating expenditures 094,401 38,364 - 16,555 1,049,320
Capital outlay 62,837 3,600 - - 66,437
Other outgo 561,484 - - 26,074 587,558
Deht service expenditures - - 400,882 - 400,882
Total expenditures 10,306,527 45115 400,882 610,701 11,363,225
Excess (deficiency) of revenues
over expenditures 172,024 31,615 (69,780) 23677 157,536
Fund balances, July 1, 2012 3,637,963 842,685 875,547 151,599 5,507,794
Fund balances, June 30, 2013 3,809,987 $ 874,300 805,767 175276 $ 5665330
The accompanying notes are an integral part of these financial statements. 15



PIERCE JOINT UNIFIED SCHOOL DISTRICT
RECONCILIATION OF THE GOVERNMENTAL STATEMENT OF REVENUES,
EXPENDITURES AND CHANGESIN FUND BALANCESTO THE STATEMENT OF
ACTIVITIES

JUNE 30, 2013

Total net change in fund balances - governmental funds $ 157536

Amounts reported for assets and liabilities for governmental activities in the
statement of net position are different from amounts reported in
governmental funds because:

Capital outlay: In governmental funds, the costs of capital assets are
reported as expenditures in the period when the assets are acquired. Inthe
statement of activities, costs of capital assets are allocated over their
estimated useful lives as depreciation expense. The difference between
capital outlay expenditures and depreciation expense for the period is:

Expenditures for capital outlay: $ 62,837
Depreciation expense: (649,962 (587,125)

Debt service: In governmental funds, repayments of long-term debt are
reported as expenditures. In the government-wide statements, repayments
of long-term debt are reported as reductions of liabilities. Expenditures for
repayment of the principal portion of long-term debt were: 360,000

Gain or loss from disposal of capital assets: In governmental funds, the
entire proceeds from disposal of capital assets are reported as revenue. In
the statement of activities, only the resulting gain or loss is reported. The
difference between the proceeds from disposal of capital assets and the
resulting gain or loss is: 35,271

Accreted interest on capital appreciation bonds is recognized as an expense
in the government-wide statement of activities. (179,088)

Unmatured interest on long-term debt: In governmental funds, interest on
long-term debt is recognized in the period that it becomes due. In the
government-wide statement of activities, it is recognized in the period that it
is incurred. Unmatured interest owing at the end of the period, less
matured interest paid during the period but owing from the prior period was: 37,685

Supplemental Employee Retirement Plan (SERP): In governmental funds,
SERP costs are recognized when employer payments are made. In the
statement of activities, SERP costs are recognized on the accrual basis.
This year, the difference between SERP costs and actual employer
payments was: 66,570

Compensated absences in governmental funds are measured by the
amounts paid during the period. In the statement of activities, compensated
absences are measured by the amounts earned. The difference between
compensated absences paid and compensated absences earned was: 568

Deferred loss on refunding of bonds: In governmental funds, loss on
refunding of bonds is recognized when the loss is incurred. In the
statement of activities, deferred losses are amortized over the life of the

new debt. The amount amortized in the current year was: (5,912)
Total change in net paosition - governmental activities $ (114495

The accompanying notes are an integral part of these financia statements. 16



PIERCE JOINT UNIFIED SCHOOL DISTRICT
STATEMENT OF FIDUCIARY NET ASSETS

JUNE 30, 2013

Agency Fund
Student Body
Assets:
Cash on hand and in banks $ 137,255
Liabilities:
Due to student groups 137,255
Net Assets i}

The accompanying notes are an integral part of these financia statements.
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PIERCE JOINT UNIFIED SCHOOL DISTRICT
NOTESTO THE FINANCIAL STATEMENTS

JUNE 30, 2013

1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. HISTORY OF THE ORGANIZATION

ThePierce Joint Unified School District (the"District") isapublic educational agency operating under
the applicable laws and regulations of the State of California It is governed by a five member
Governing Board elected by registered voters of the District, which comprises an area in Colusa
County. The Digtrict serves students in grades kindergarten through twelfth.

. REPORTING ENTITY

The District has reviewed criteria to determine whether other entities with activities that benefit the
District should beincluded within itsfinancial reporting entity. Thecriteriainclude, but are not limited
to, whether the entity exercises oversight responsibility (which includes financial interdependency,
selection of governing authority, designation of management, ability to significantly influence
operations and accountability for fiscal matters), the scope of public service, and a special financing
relationship.

The Didtrict has determined that no outside entity meets the above criteria, and therefore, no agency
has been included as acomponent unit in the District'sfinancial statements. In addition, the District is
not aware of any entity that would exercise such oversight responsibility that would result in the
District being considered a component unit of that entity.

. ACCOUNTING POLICIES

The District prepares its financial statements in accordance with generally accepted accounting
principles as prescribed by the Governmental Accounting StandardsBoard (GA SB) and the American
Institute of Certified Public Accountants (AICPA) and complies with the policies and procedures of
the Department of Education’s California School Accounting Manual.

. BASISOF PRESENTATION

Government-wide Financial Statements

The statement of net position and the statement of activities report information on all of the non-
fiduciary activities of the District and its component units. The effect of interfund activity, within the
governmental activities, has been removed from these statements. Governmental activities, which
normally are supported by taxes and intergovernmental revenues, are reported separately from
business-type activities, which rely to asignificant extent on fees and charges for support. Likewise,
the primary government isreported separately from certain legally separate component unitsfor which
the primary government is financially accountable.

The government-wide statement of activities presents a comparison between direct expenses and
program revenues for each function or program of the Didtrict's governmental activities. Direct
expenses are those that are specifically associated with a service, program, or department and are
therefore clearly identifiableto aparticular function. The District doesnot allocateindirect expensesto
functions in the statement of activities.
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Program revenuesinclude charges paid by the recipients of goods or services offered by aprogram, as
well asgrantsand contributionsthat are restricted to meeting the operational or capital requirements of
aparticular program. Revenueswhich arenot classified as program revenues are presented as general
revenues of the District, with certain exceptions. The comparison of direct expenses with program
revenuesidentifiesthe extent to which each governmental function is self-financing or drawsfromthe
general revenues of the District.

Fund Financial Statements

Fund financial statements report detailed information about the District. The focus of governmental
fund financial statements is on maor funds rather than reporting funds by type. Each major
governmental fund ispresented in aseparate column, and all non-major funds are aggregated into one
column. Fiduciary funds are reported by fund type.

. MEASUREMENT FOCUSAND BASIS OF ACCOUNTING

Basis of accounting refers to when revenues and expenditures are recognized in the accounts and
reported in the financial statements. Government-wide financial statements are prepared using the
accrual basis of accounting. Governmental funds use the modified accrual basis of accounting.
Fiduciary funds use the accrual basis of accounting.

Government-Wide Financial Statements

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting. Revenues are recorded when earned and expenses are
recorded when aliability isincurred, regardless of thetiming of related cash flows. Property taxesare
recognized asrevenuesin the year for which they arelevied. Grantsand similar itemsare recognized
asrevenue as soon as al dligibility requirements are met. Expenses are recorded when liabilitiesare
incurred.

Governmental Fund Financial Statements

Governmental fund financial statements (i.e., balance sheet and statement of revenues, expenditures,
and changesin fund balances) are reported using the current financial resources measurement focus
and the modified accrual basis of accounting. Revenue resulting from exchangetransactions, in which
each party gives and receives essentially equal value, is recorded under the accrual basis when the
exchangetakes place. Onamodified accrual basis, revenueisrecorded inthefiscal year in which the
resources are measurable and become available. “Available’” means the resources will be collected
within the current fiscal year or are expected to be collected soon enough thereafter to be used to pay
liabilities of the current fiscal year. For the District, “available” means collectible within the current
period or within 60 days after year-end.
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Non-exchange transactions, in which the District receives value without directly giving equal valuein
return, include property taxes, grants, and entitlements. Under the accrua basis, revenue from
property taxesisrecognized in thefiscal year for which thetaxesarelevied. Revenuefrom grantsand
entitlementsis recognized in the fiscal year in which all eligibility requirements have been satisfied.
Eligibility requirementsincludetiming requirements, which specify the year when theresourcesareto
be used, or the fiscal year when use isfirst permitted; matching requirements, in which the District
must provide local resources to be used for a specified purpose; and expenditure requirements, in
which theresourcesare provided to the District on areimbursement basis. Under the modified accrua
basis, revenue from non-exchange transactions must also be available before it can be recognized.

Expenditures generally are recorded when a liability is incurred, as under accrual accounting.
However, debt service expenditures, as well as expenditures related to compensated absences and
claims and judgments, are recorded only when payment is due.

FUND ACCOUNTING

The accounts of the District are organized on the basis of funds, each of which is considered to be a
separate accounting entity. The operations of each fund are accounted for with a separate set of self-
bal ancing accountsthat compriseitsassets, liabilities, fund equity or retained earnings, revenues, and
expenditures or expenses, as appropriate. District resources are allocated to and accounted for in
individual funds based upon the purpose for which they are to be spent and the means by which
spending activities are controlled. The District's accounts are organized into major, non-major, and
fiduciary funds as follows:

Governmental Funds

The General Fund is the general operating fund of the District and accounts for all revenues and
expenditures of the District, not encompassed within other funds. All general tax revenues and other
receiptsthat are not allocated by law or contractual agreement to some other fund are accounted for in
thisfund. General operating expenditures and the capital improvement coststhat are not paid through
other funds are paid from the General Fund.

The Special Revenue Fundsare used to account for the proceeds of specific revenue sourcesthat are
legally restricted to expenditures for specified purposes.

The Cafeteria Fund is used to account separately for federal, state, and local resources to
operate the food service program.

The Capital ProjectsFundsareused to account for resources used for the acquisition or construction
of major capita facilities and equipment. This classification includes the Capital Facilities Fund.

TheCapital FacilitiesFund isused primarily to account separately for moneysreceived from

fees levied on developers or other agencies as a condition of approving a development
(Education Code sections 17620-17626).
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Fiduciary Funds

Fiduciary funds are used to account for resources held for the benefit of other partiesin atrustee or
agent capacity. Fiduciary fundsare not reflected in the government-widefinancial statementsbecause
theresources of thosefunds are not availableto support the District’ sown programs. Fiduciary funds
are presented on an economic resources measurement focus and the accrual basis of accounting,
similar to the government-wide financial statements. The key distinction between trust and agency
funds is that trust funds are subject to a trust agreement that affects the degree of management
involvement and the length of time that the resources are held.

The Agency Funds are used to account for assets of others for which the District acts as an
agent. The District maintains accounts for student body activities at each school site.

. BUDGETSAND BUDGETARY ACCOUNTING

Annual budgets are adopted on abasis consistent with accounting principles generally acceptedin the
United States of Americafor all governmental funds. By State law, the District's Governing Board
must adopt a final budget no later than July 1. A public hearing must be conducted to receive
comments prior to adoption. The District's Governing Board satisfied these requirements.

These budgets are revised by the District's Governing Board and Superintendent during the year to
give consideration to unanticipated income and expenditures.

Formal budgetary integration was employed as a management control device during the year for al
budgeted funds. The District employs budget control by minor object and by individual appropriation
accounts. Expenditures cannot legally exceed appropriations by major object account.

. ENCUMBRANCES

Encumbrance accounting isused in all budgeted fundsto reserve portions of applicable appropriations
for which commitments have been made. Encumbrances are recorded for purchase orders, contracts,
and other commitments when they are written. Encumbrances are liquidated when the commitments
arepaid. All encumbrances are liquidated at June 30.

DEPOSITSAND INVESTMENTS

The District is authorized to maintain cash in banks and revolving funds that are insured up to
$250,000 by the Federal Depository Insurance Corporation (FDIC).

TheDistrictisconsidered to be an involuntary participant in an external investment pool astheDistrict
is required to deposit all receipts and collections of monies with their County Treasurer (Education
Code Section 41001).The County is authorized to deposit cash and invest excess funds by California
Government Code Section 53648 et seq.
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The District is authorized under California Government Code to make direct investments in local
agency bonds, notes, or warrantswithin the State; U.S. Treasury instruments; registered State warrants
or treasury notes; securities of the U.S. Government, or its agencies, bankersacceptances, commercia
paper; certificates of deposit placed with commercial banks and/or savings and loan companies;
repurchase or reverse repurchase agreements;, medium term corporate notes; shares of beneficia
interest issued by diversified management companies; certificates of participation; obligations with
first priority security; and collateralized mortgage obligations.

Investments with original maturities greater than one year are stated at fair value. Fair value is
estimated based on quoted market pricesat year-end. All investmentsnot required to bereported at fair
value are stated at cost or amortized cost.

PREPAID EXPENSES/EXPENDITURES

The District has the option of reporting expenditures in governmental funds for prepaid items either
when purchased or during the benefiting period. The District has chosen to recognize expenditures
when incurred. Prepaid expensesinclude the costs of issuance associated with bond issues, which are
amortized over thelife of the bond obligation. Reported expenses are equally offset by anet position
reserve, which indicatesthat these amounts are not "available for appropriation and expenditure” even
though they are a component of net current assets.

. INVENTORY

Inventory in the Cafeteria Fund consists mainly of consumable supplies held for future use and are
valued at averagecost. Inventoriesarerecorded asexpendituresat thetimeindividual inventory items
aretransferred from the warehouse to schools. Maintenance and other suppliesheld for physical plant
repair, transportation supplies, and operating supplies are not included in inventories; rather, these
amounts are recorded as expenditures when purchased.

The Cafeteria Fund records supplies expense which includes a handling charge for the delivery of
government surplusfood commaodities. The state does not require the Cafeteria Fund to record thefair
market value of these commodities. The supplies expenditures would have been greater had the
District paid fair market value for the government surplus commodities.

. CAPITAL ASSETS

Capital assets purchased or acquired with an original cost of $5,000 or more are reported at historical
cost or estimated historical cost. Contributed assets are reported at fair market value as of the date
received. Additions, improvements, and other capital outlaysthat significantly extend the useful life of
an asset are capitalized. The costs of normal maintenance and repairs that do not add to the value of
the assets or materially extend the asset's lives are not capitalized, but are expensed as incurred.
Depreciation on all capital assetsis computed using astraight-line basis over the following estimated
useful lives asfollows: buildings and improvements, 5 to 50 years; furniture and equipment, 2 to 15
years; and vehicles, 8 years.

22



PIERCE JOINT UNIFIED SCHOOL DISTRICT
NOTESTO THE FINANCIAL STATEMENTS

JUNE 30, 2013

. UNEARNED REVENUE

Cash received for federal and state special projects and programsisrecognized asrevenueto the extent
that qualified expenditures have been incurred. Unearned revenueis recorded to the extent that cash
received on specific projects and programs exceeds qualified expenditures.

. COMPENSATED ABSENCES

All vacation pay isaccrued when incurred in the government-wide financial statements. Accumulated
sick leave benefitsare not recognized asliabilities of the District. The District'spolicy istorecord sick
leave as an operating expense in the period taken, since such benefits do not vest, nor is payment
probable; however, unused sick leave is added to the creditable service period for calculation of
retirement benefits when the employee retires.

. RESTRICTED NET POSITION

Restrictions of the ending net position indicate the portions of net position not appropriate for
expenditure or amountslegally segregated for specific future use. These amountsarenot availablefor
appropriation and expenditure at the balance sheet date.

When both restricted and unrestricted resources are available for use, it isthe District’ s policy to use
restricted resources first, then, unrestricted resources as they are needed.

FUND BALANCE

In accordance with Governmental Accounting Standards Board (GASB) Statement No. 54, "Fund
Balance Reporting and Governmental Fund Type Definitions” , the District isrequired to report fund
balances in the following categories: Nonspendable, Restricted, Committed, Assigned and/or
Unassigned.

Nonspendable Fund Balance reflects assets not in spendable form, either because they will never
convert to cash (e.g. prepaid expense) or must remain intact pursuant to legal or contractual
requirements.

Restricted Fund Balance reflects amountsthat can be spent only for the specific pur poses stipulated by
constitution, external resource providers, or through enabling legislation.

Committed Fund Balance reflects amountsthat can be used only for the specific pur poses determined
by a forma action of the government's highest level of decision-making authority: the Board of
Trustees. Commitments may be established, modified, or rescinded only through resolutions approved
by the Board of Trustees.

Assigned Fund Balance reflects amountsintended to be used by the government for specific purposes
but do not meet the criteria to be classified as restricted or committed. Under the District’s adopted
policy, only the Board of Trusteesis authorized to assign amounts for specific purposes.

Unassigned Fund Balance representsthe residual classification for the government'sgeneral fund and
includes all spendable amounts not contained in the other classifications.
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When expendituresareincurred for purposes of which restricted, committed, assigned and unassigned
fund balances are availabl e, the District considersrestricted fundsto have been spent first, followed by
committed, assigned and unassigned, respectively.

. REVENUE LIMIT/PROPERTY TAX

The Didgtrict's revenue limit is received from a combination of local property taxes, state
apportionments, and other local sources.

The County of Colusaisresponsiblefor assessing, collecting and apportioning property taxes. Taxes
arelevied for each fiscal year on taxablerea and personal property inthe county. Taxesarelevied for
each fiscal year on taxable real and personal property in the county. Secured property taxes attach as
an enforceablelien on property as of March 1. Property taxes become delinquent after December 10
and April 10, respectively.

Secured property taxes are recorded as revenue when apportioned, in the fiscal year of thelevy. The
county apportions secured property tax revenue in accordance with the alternative method of
distribution prescribed by Section 4705 of the California Revenue and Taxation Code. This alternate
method providesfor crediting each applicablefund with itstotal secured taxes upon completion of the
secured tax roll, approximately October 1 of each year.

The County Auditor reports the amount of the District's allocated property tax revenue to the
CaliforniaDepartment of Education. Property taxes are recorded aslocal revenue limit sources by the
District.

The Cadlifornia Department of Education reduces the District's entitlement by the District's local
property tax revenue. The balance is paid from the State General Fund, and is known as the state
apportionment.

The District's Base Revenue Limit is the amount of general purpose tax revenue, per average daily
attendance (ADA), that the District is entitled to by law. Thisamount is multiplied by the applicable
attendance period ADA to derive the District's total entitlement.

. USE OF ESTIMATES

The preparation of financial statementsin conformity with accounting principlesgenerally acceptedin
the United States of America requires management to make estimates and assumptions that affect
certain reported amounts and disclosures. Accordingly, actua results could differ from those estimates.
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2.

S. PRIOR PERIOD RESTATEMENTS

Changein Accounting Principle

In fiscal year 2013, the District implemented the following GASB Statements:

GASB Statement No. 63, Financial Reporting of Deferred Outflows of Resources, Deferred Inflows
of Resources and Net Position.”

Issued in June 2011, this statement provides guidance for reporting deferred outflows of resources,
deferred inflows of resources, and their effects on agovernment’ snet position. It aleviatesuncertainty
about reporting those financial statement elements by providing guidance where none previousy
existed. This statement is effective beginning fiscal year 2013.

GASB Statement No. 65, “Items Previously Reported as Assets and Liabilities.”

Issued in March 2012, the statement establishes accounting and financial reporting standards that
reclassify, as deferred outflows of resources or deferred inflows of resources, certain items that were
previousy reported as assets and liabilities and recognizes, as outflows of resources or inflows of
resources, certain items that were previously reported as assets and liabilities. It also requiresthat all
costs associated with abond issuance or refinancing be expensed and no longer shown as an asset that
isamortized over thelife of the debt. It will improve financial reporting by clarifying the appropriate
use of the financial statement elements deferred outflows of resources and deferred inflows of
resourcesto ensure consistency in financial reporting. This statement is effective beginning fiscal year
2014.

In the current year the district had deferred outflows of $42,038 for deferred loss on refunding of
bonds and a prior period restatement of $121,196 for bond issuance costs previously recognized as
prepaid expenses.

Other Restatements

For the fiscal year ended June 30, 2012, the District did not record its liability for a supplemental
employee retirement plan offered to its employees. The plan is further described in Note 5 to the
financial statements and resultsin an increaseto long-term liabilities on the statement of net position
in the amount of $202,200 and a decrease in beginning net position for the same amount.

CASH AND INVESTMENTS

Cash and investments as of June 30, 2013 consist of the following:

Governmental Fiduciary
Activities Activities
Cash in County Treasury $ 5160031 $ -
Cash on hand and in banks - 137,255
Cash in revolving fund 2,000 -

$ 5162031 $ 137,255
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A. Cash on Hand and in Banks

Cash on hand and in banks consists of al cash held by the District and all cash maintained in
commercial bank accounts owned by the District. Cash balances held in banks are insured up to
$250,000 by the Federal Depository Insurance Corporation.

B. Cashin Revolving Funds

Cash in revolving fund consists of all cash maintained in commercial bank accounts that are used as
revolving funds.

C. County Podl Investments

County pool investments consist of District cash held by the Colusa County Treasury that isinvested
inthe county investment pool. Thefair value of the District'sinvestment in the pool isreported inthe
financial statements at amounts that are based upon the Didtrict's pro-rata share of the fair value
provided by the County Treasurer for the entire portfolio (in relation to the amortized cost of that
portfolio). The weighted average maturity of the pool is 122 days. The pool is rated AAA by
Standard and Poor’s.

Interest Rate Risk. California Government Code Section 53601 limits the District’ sinvestments to
maturities of five years. The District does not have aformal investment policy that limitsinvestment
maturities as a means of managing its exposure to fair value losses arising from increasing interest
rates.

Credit Risk. Credit risk istherisk that an issuer of an investment will not fulfill its obligation to the
holder of the investment. Thisis measured by the assignment of arating by a nationally recognized
statistical rating organization. Presented in the next pageisthe actual rating as of the year-end for each
investment type.

INTERFUND TRANSACTIONS

Interfund transactions are reported as either loans, services provided, reimbursements, or transfers. Loans
are reported as interfund receivables and payables, as appropriate, and are subject to elimination upon
consolidation. Services provided, deemed to be at market or near market rates, aretreated asrevenuesand
expenditures. Reimbursements occur when one fund incurs acost, chargesthe appropriate benefiting fund,
and reduces itsrelated cost as are imbursement. All other interfund transactions are treated as transfers.

As of June 30, 2013, the interfund balances were as follows:

Interfund I nterfund

Receivables Payables

General Fund $ 74,008 $ 6%
Cafeteria Fund 696 74,008
Total $ 74704 $ 74,704
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CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2013, was as follows:

Additions Deductions
Balance and and Balance
July 1, 2012 Transfers Transfers June 30, 2013
Non-depreciable assets:
Land $ 8,042 $ - $ - $ 89,042
Work in progress - - - -
89,042 - - 89,042
Depreciable assets:
Sites and improvements 638,655 - - 638,655
Building and improvements 18,187,531 - 55,737 18,131,794
Furniture and equipment 1,347,714 62,837 7,952 1,402,599
20,173,900 62,337 63,689 20,173,048
Totals, at cost 20,262,942 62,337 63,689 20,262,090
Accumulated depreciation:
Sites and improvements (405,151) (22,717) (427,868)
Building and improvements (7,642,092) (563,213) (240,017) (8,065,288)
Furniture and equipment (958,295) (64,032 41,057 (1,063,384)
(9,005,538) (649,962 (98,960) (9,556,540)
Depreciable assets, net 11,168,362 (587,125) (35,271) 10,616,508
Capital assets, net $ 11257404 $ (587125 $  (35271) $ 10,705550

The entire amount of depreciation expense was unallocated.
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LONG-TERM LIABILITIES

Schedule of Changesin Long-Term Liabilities

A schedule of changesin long-term liabilities for the year ended June 30, 2013, is shown below:

Due
Balance Balance Within
July 1,2012  Additions Deductions  June 30,2013  One Year

General Obligation Bonds $ 4586041 $ - $ 360000 $ 4226041 $ 365000
Accreted Interest 1,247,198 179,088 - 1,426,286 -
Compensated Absences 26,864 - 568 26,296 -
Early Retirement Incentive 78,389 - 26,130 52,259 26,129
Supplemental Employee Retirement Plan* 202,200 - 40,440 161,760 40,440

$ 6140692 $ 179088 $ 427138 $ 5892642 $ 431,569

Deferred Lass On Refunding $ (47950 $ - 3 (5912) % (42038) % (5912)

*See prior period adjustment note 1.S.

The Bond Interest and Redemption Fund makes payments for the general obligation bonds. The accrued
vacation (compensated absences) and the Supplemental Early Retirement Plan (SERP) will be paid by the
fund for which the employee works.

General Obligation Bonds

In 2002, the District issued $1,736,041 of capital appreciation bondswith interest rates between 5.30% and
5.64% that maturein 2028. In September 2011, the District issued $2,850,000 of refunding bondstoreitre
2002 current interest bonds originally issued in the amount of $4,260,000. The refunding bonds bear
interest between 0.65% and 3.00% and are duein annual installments ranging from $360,000 to $470,000
through August 2018.
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General Obligation Bonds — (continued)

Accreted
Date Amount of Interest Redeemed
of Maturity Original Outstanding Current Current Outstanding
Description Issue  Interest Rates Date | ssue July 1, 2012 Y ear Year June 30, 2013
Capital Appreciation 2002  530-564% 812027 $1736041 $2983239 $ 17908 $ $ 3,162,327
Current Interest 2011  0.65-300%  8/1/2018 2,850,000 2,850,000 - 360,000 2,490,000
$ 4,586,041 $ 5,833,239 $ 179,088 $ 360,000 $ 5,652,327

The annual requirements to pay off the general obligation bonds are as follows:

Y ear Ended
June 30, Principal Interest Total

2014 $ 365000 $ 37245 $ 402245
2015 385,000 33,860 418,860
2016 400,000 29,435 429,435
2017 425,000 23,323 448,323
2018 445,000 15,260 460,260

2019-2023 1,295,044 1,410,311 2,705,405

2024-2028 910,947 2,349,053 3,260,000
Totals $4226041  $3898487 $8124528

Early Retirement | ncentive Program — STRS Golden Handshake

The Digtrict offered an early retirement incentive program in previous years which require no further
servicesto be performed. The District provides a supplemental employee retirement plan (SERP) to all
certificated employees, age 55 or older, with 5 or more years of service to the District. The agreement
requires future payments by the District to CalSTRS for the benefit of the retirees. Future estimated

payments at June 30, 2013 are as follows:

Y ear Ended
June 30, Principal
2014 $ 26,129
2015 26,130
Totals $ 52,259
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Supplemental Employee Retirement Program

During fiscal year 2011-12 the District adopted an additional early retirement incentive program.
Beginning September 1, 2012 and subject to alifetime cap of $40,440, the District will pay up to $8,088
annually toward aDistrict provided health and welfare benefit plan on behalf of retireeswho meet certain
criteria. The retiree must be at least 55 years of age and have 5 years of consecutive service within the
District immediately preceding higher retirement. Payment towards the District provided health and
welfare benefit package selected by the retiree shall continue until the retiree’ s death or until the District
has paid the total capped amount of $40,440, whichever comesfirst. Five retirees elected to participatein
the retirement incentive program. The future payments total $161,760 for years 2013-2017. Future
estimated payments at June 30, 2013 are as follows:

Y ear Ended
June 30, Principal
2014 $ 40,440
2015 40,440
2016 40,440
2017 40,440
Totals $ 161,760
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FUND BALANCES

The District reports fund balances in accordance with Governmental Accounting Standards Board
Statement No. 54. All fund balance categories are reported in the aggregate on the face of the balance
sheet. All components of those fund balances and specific purposes are identified as follows:

Bond Interest
Capital and Redemption  Non-Major
General Fund  Facilities Fund Fund Funds Total
Nonspendable:
Prepaid Expenses $ 1,507 $ - $ - $ - $ 1,507
Revalving Cash 2,000 - - - 2,000
Total Nonspendable 3507 - - - 3507
Restricted:
Unspent Categorical Revenues 297,962 - - - 297,962
Child Nutrition - - - 166,490 166,490
Total Restricted 297,962 - - 166,490 464,452
Assigned:
Bond fund balance - - 805,767 - 805,767
Special Reserve Fund for Other
than Capital Outlay Projects 1,022 - 8,786 9,808
Facilities Needs - 874,300 - - 874,300
Total Assigned 1,022 874,300 805,767 8,786 1,689,875
Unassigned:
Undesignated 3,507,496 - - - 3,507,496
Total Fund Balances $ 3,809,987 $ 874,300 $ 805767 $ 175276 $ 5,665,330

EMPLOYEE RETIREMENT SYSTEMS

Qualified employees are covered under multiple-employer contributory retirement plans maintained by
agencies of the State of California. Certificated employees are members of the State Teachers' Retirement
System (STRS) and classified employees are members of the Public Employees Retirement System

(PERS).

A. State Teachers Retirement System (STRS)

Plan Description

The District contributes to the State Teachers' Retirement System (STRS), a cost-sharing, multiple-
employer, public employee retirement system defined benefit pension plan administered by STRS.
The plan provides retirement and disability benefits and survivor benefitsto beneficiaries. Benefit
provisions are established by state statutes, as legislatively amended, within the State Teachers
Retirement Law. STRS issues a separate comprehensive annual financial report that includes
financial statements and required supplementary information. Copies of the STRS annual financial
report may be obtained from the STRS, 7667 Folsom Boulevard, Sacramento, California 95826.
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Funding Policy

Active plan members are required to contribute 8% of their salary and the District is required to
contribute an actuarially determined rate. The actuarial methods and assumptions used for
determining the rate are those adopted by the STRS Teachers' Retirement Board. The required
employer contribution rate for fiscal year 2012-13 was 8.25% of annual payroll. The contribution
requirements of the plan members are established by state statute. The District's contributions to
STRS for the fiscal years ended June 30, 2013, 2012, and 2011 were $403,924, $382,735, and
$376,103, respectively, and equal 100% of the required contributions for each year.

California Public Employees Retirement System (Cal PERS)

Plan Description

The District contributes to the School Employer Pool under the California Public Employees
Retirement System (Cal PERS), a cost-sharing multiple-employer public employeeretirement system
defined benefit pension plan administered by CalPERS. The plan providesretirement and disability
benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries.
Benefit provisions are established by state statutes, as legidatively amended, within the Public
Employees Retirement Law. CaPERS issuesa separate comprehensive annual financial report that
includes financial statements and required supplementary information. Copies of the CaPERS
annual financial report may be obtained from the CAPERS Executive Office, 400 P Street,
Sacramento, California 95814.

Funding Policy

Active plan members are required to contribute 7.0% of their salary and the District is required to
contribute an actuarially determined rate. The actuarial methods and assumptions used for
determining the rate are those adopted by the CalPERS Board of Administration. The required
employer contribution rate for fiscal year 2012-13 was 11.417%.

The contribution requirements of the plan members are established by State statute. The District's
contributions to CaPERS for the fiscal years ended June 30, 2013, 2012, and 2011 were $162,314,
$156,858, and $146,338, respectively, and equal 100% of the required contributions for each year.

Social Security

As established by Federal law, all public sector employees who are not members of their
employer’s existing retirement systems (CalSTRS or CalPERS) must be covered by Social
Security or an alternative plan. The District has elected to use Socia Security asits alternative
plan.
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10.

JOINT VENTURES

The Digtrict isamember of three joint powers authorities (JPAS). The District pays an annual premium
to the entities for their coverage. The relationship between the District, the pools, and the JPAsis such
that the JPAs are not component units of the District for financial reporting purposes.

These entities have budgeting and financial reporting requirements independent of member units and
their financial statements are not presented in these financial statements; however, fund transactions
between the entities and the District are included in these statements. Audited financial statements are

available from the respective entities.

The Digtrict isamember of the following joint powers authorities (JPAS):

Tri-Counties SIG NVSIG SELF
June 30, 2012 June 30, 2012 June 30, 2012
Total Assets $ 25406,778 $ 3160975 $ 171,510,000
Total Liabilities $ 10897154 $ 2157879 $ 132,654,000
Net Position 14,500,624 1,003,096 38,856,000
Total Liabilities and Net Position $  25406,778 $ 3,160,975 $ 171,510,000
Revenues $ 58812282 $ 9,502,609 $ 17,347,000
Expenditures 58,198,241 9,703,356 11,741,000
Change in Net Position $ 614,041 $ (200,747) $ 5,606,000

COMMITMENTSAND CONTINGENCIES

TheDistrict hasreceived state and federal fundsfor specific purposesthat are subject to review and audit
by the grantor agencies. If the review or audit discloses exceptions, the District may incur aliability to

grantor agencies.

SUBSEQUENT EVENTS

TheDistrict’ smanagement evaluated its June 30, 2013 financial statementsfor subsegquent eventsthrough
November 21, 2013, the date the financial statements were available to be issued. Management is not
aware of any subsequent events that would reguire recognition or disclosure in the financial statements.
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PIERCE JOINT UNIFIED SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGESIN FUND BALANCE - BUDGET (NON-GAAP) AND ACTUAL

GENERAL FUND

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

REVENUES
Revenue limit sources:
State apportionment
Local sources

Total revenue limit

Federal revenue
Other state revenues
Other local revenues

Total revenues

EXPENDITURES
Certificated salaries
Classified salaries
Employee benefits
Books and supplies
Services and other operating

expenditures
Capital outlay
Other outgo

Total expenditures

Excess (deficiency) of revenues
over expenditures

Fund balances, July 1, 2012

Fund balances, June 30, 2013

Variance with

Final Budget
Budget Favorable

Original Final Actua (Unfavorable)
$ 3653991 $ 4373472 $ 4373472 $ -
3,035,992 3,094,425 3,094,426 1
6,689,983 7,467,897 7,467,898 1
285834 632,738 318,153 (314,585)
2,147 497 2,263,459 2,260,946 (2513
237,710 435,315 431554 (3,761
9,361,024 10,799,409 10,478,551 (320,858
4,794,632 5,085,200 5,010,398 74,802
1,278,622 1,349,257 1,335,745 13512
1,805,349 1,829490 1,772,054 57,436
543,616 1,104,084 569,608 534,476
1,142,087 1548919 994,401 554,518
29,987 71,380 62,837 8543
629,248 611,812 561,484 50,328
10,223,541 11,600,142 10,306,527 1,293,615
(862,517) (800,733) 172,024 972,757
3,637,963 3,637,963 3,637,963 -
$ 2775446 $ 2837230 $ 3809987 $ 9727757
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PIERCE JOINT UNIFIED SCHOOL DISTRICT

COMBINING STATEMENT OF CHANGESIN ASSETSAND LIABILITIES

AGENCY FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

Student Body Funds

Assets:
Cash on hand and in banks
Arbuckle Elementary
Grand |sland Elementary
Lloyd G Johnson Junior High
Pierec High
Total Assets

Liahilities:
Due to student groups

Total Liabilities

Balance Balance
July 1, 2012 Additions Deductions June 30, 2013
$ 12764 % 7230 % 683 % 13113

1,190 1484 1,386 1,288
21,950 75,006 68,221 28,825
76,513 240,736 223,220 94,029
$ 112417 $ 324546 $ 299708 % 137,255
$ 112417 $ 324546 $ 299708 % 137,255
$ 112417 $ 324546 $ 299708 % 137,255
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PIERCE JOINT UNIFIED SCHOOL DISTRICT
ORGANIZATION

JUNE 30, 2013

The Pierce Joint Unified School District (the District) islocated in Arbuckle, California. The District was organized
as a unified school district of the State of California and provides public education for grades kindergarten
through twelve within Colusa County. There were no changesto the District boundariesin the current year. The
District currently operates two elementary schools, one junior high school, one high school, and a continuation

high school.
GOVERNING BOARD
Name Office
John Friel President
Nadine High Vice-President
Abel Gomez Member
Debbie Charter Clerk
Amy Charter Member

ADMINISTRATION

Ernest C. Sopp
Superintendent

Daena Meras
Chief Business Officid

Term Expires
December

2014

2016

2016

2016

2014

36



PIERCE JOINT UNIFIED SCHOOL DISTRICT

SCHEDULE OF AVERAGE DAILY ATTENDANCE

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

Elementary
Kindergarten
First through Third
Fourth through Sixth
Seventh through Eighth
Home and Hospital
Special Education

Total Elementary

Secondary
Regular classes
Continuation education
Special Education
Home and Hospital

Total Secondary

County Supplement
County Community Schooals - High School
Special Day Class - High Schoal
Total County Supplement

See the accompanying notes to supplementary information.

Second

Period Annua
Report Report

106 106

329 330

309 309

201 201

0 0

4 4

950 951

357 356

9 9

4 4

1 1

371 370

1,321 1,321

1 1

5 4

6 5
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PIERCE JOINT UNIFIED SCHOOL DISTRICT

SCHEDULE OF INTRUCTIONAL TIME

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

1982-83 1982-83 1986-87 1986-87 2012-13

Actual Reduced Minutes Reduced Actual Instructional
Grade Level Minutes Minutes  Requirement Minutes M inutes Days Status
Kindergarten 32,560 30,389 36,000 33,600 36,000 180 In compliance
Grade 1 47,755 44571 50,400 47,040 52,765 180 In compliance
Grade 2 47,755 44571 50,400 47,040 52,765 180 In compliance
Grade 3 47,755 44571 50,400 47,040 52,765 180 In compliance
Grade 4 55,843 52,120 54,000 50,400 55,645 180 In compliance
Grade 5 55,843 52,120 54,000 50,400 55,645 180 In compliance
Grade 6 55,843 52,120 54,000 50,400 55,645 180 In compliance
Grade 7 55,843 52,120 54,000 50,400 62,590 180 In compliance
Grade 8 55,843 52,120 54,000 50,400 62,590 180 In compliance
Grade 9 63,388 59,629 64,800 60,480 65,117 180 In compliance
Grade 10 63,888 59,629 64,800 60,480 65,117 180 In compliance
Grade 11 63,388 59,629 64,800 60,480 65,117 180 In compliance
Grade 12 63,888 59,629 64,800 60,480 65,117 180 In compliance
See the accompanying notes to supplementary information. 38



PIERCE JOINT UNIFIED SCHOOL DISTRICT
SCHEDULE OF CHARTER SCHOOLS

FOR FISCAL YEAR ENDED JUNE 30, 2013

Included in District Financial Statements,
Charter Schools Chartered by District or Separate Report

There are currently no charter schoolsin the District.

See the accompanying notes to supplementary information.
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PIERCE JOINT UNIFIED SCHOOL DISTRICT

RECONCILIATION OF UNAUDITED ACTUAL FINANCIAL REPORT TO
AUDITED FINANCIAL STATEMENTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

There were no adjustments made to any funds of the District.

See the accompanying notes to supplementary information.
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PIERCE JOINT UNIFIED SCHOOL DISTRICT
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

Pass-
Through
Federa Entity
Catalog Federal Grantor/Pass-Through I dentifying
Number Grantor/Program or Cluster Title Number

Federal
Expenditures

U.S. Department of Education
Passed through California Department of Education

84.010 NCLB: Title I, Basic Grants Low 14329

84.010A NCLB: Title I, Part A, Program Improvement LEA Corrective Action 14956
84.330B NCLB Title I, Part G: Advanced Placement (AP) Test Fee Reimb Prgm 14831

84.367 NCLB: Title 11, Part A, Improving Teacher Quality 14341
84.365 NCLB: Title 111 Limited English Praficiency (LEP) 14346
84.048 Carl D. Perkins Career & Technical Education 14894
84.287 NCLB: Title 1V, Part B, 21st Centery Community Learning-ASSETS 14535

Total U.S. Department of Education

U.S. Department of Agriculture
Passed through California Department of Education
10.555 Child Nutrition: School Programs 13301

Total Federal Programs

See the accompanying notes to supplementary information.

182,538
7,841
189
33,242
45,673
8,701
39,969

318,153

481464

$ 79617
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PIERCE JOINT UNIFIED SCHOOL DISTRICT
SCHEDULE OF FINANCIAL TRENDSAND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

Adopted
Budget Actuals Actuals Actuals

2013/2014 2012/2013 2011/2012 2010/2011
General Fund and
Special Reserve Fund for Other Than

Capital Outlay
Revenues and Other Financial
Sources $ 10,668,342 $ 10478551 $ 10578285 $ 10,391,399

Expenditures 10,369,225 10,306,527 10,116,915 9,578,004
Total Outgo 10,369,225 10,306,527 10,116,915 9,578,004
Change in Fund Balance 299,117 172,024 461,370 813,395
Ending Fund Balance $ 4109104 $ 3,809,987 $ 3637,246 $ 3175876
Available Reserves $ 3809813 $ 350749 $ 3316,725 $ 2798078

Available Reserves as a
Percentage of Total Outgo 36.7% 34.0% 32.8% 29.2%

$ 5339753 $ 5730832 $ 5890542 $ 5899452
Average Daily Attendance at P-2 1,334 1,321 1,284 1,266

Total Long-Term Debt

The general fund and special reservefund for other than capital outlay fund balance hasincreased by $1,446,789
over the past three years. Thefiscal year 2013-14 budget projects an increase of $299,117. For aDistrict this
size, the State of California recommends available reserves of at least 3 percent of total general fund
expenditures, transfers out, and other uses (total outgo). The District met this requirement.

The Digtrict has incurred an operating surplusin each of the past three fiscal years.

Total long-term liabilities have decreased by $168,570 over the past two years.

Average Daily Attendance (ADA) has increased by 55 over the past two years and attendance is budgeted to
increase for the fiscal year 2013-2014.

See the accompanying notes to supplementary information. 42



PIERCE JOINT UNIFIED SCHOOL DISTRICT
NOTESTO SUPPLEMENTARY INFORMATION

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

Schedule of Average Daily Attendance

Averagedaily attendance is ameasurement of the number of pupilsattending classesintheDigtrict. The
purpose of attendance accounting from a fiscal standpoint is to provide the basis on which
apportionments of state fundsare made to school districts. Thisschedule providesinformation regarding
the attendance of students at various grade levels and in different programs.

Schedule of Instructional Time

The District has received incentive funding for increasing instructional time as provided by the
Incentives for Longer Instructional Day. This schedule presents information on the amount of
instructional time offered by the District and whether the District complied with the provisions of
Education Code Sections 46201 through 46206. Districts must maintain their instructional minutes at
either the 1982-83 actual minutes or the 1986-87 requirements, whichever is greater, as required by
Education Code Section 46201.

Schedule of Charter Schools

This schedule provides information for the California Department of Education to monitor financial
reporting by Charter Schools.

Reconciliation of Unaudited Actual Financial Report with Audited Financial Statements

This schedul e providesinformation necessary to reconcile the Unaudited Actua Fund Financia Reports
to the audited financial statements.

Schedule of Expenditures of Federal Awards

The accompanying schedule of expenditures of federal awards includes federal grant activity of the
District and is presented under the modified accrual basis of accounting. OMB Circular A-133 requires
adisclosure of thefinancial activities of all federally funded programs. This schedule was prepared to
comply with Circular A-133 and state requirements. Therefore, some amounts presented in this schedule
may differ from amounts used in the preparation of the general purpose financial statements.

Schedule of Financial Trends And Analysis
This schedul e discloses the District's financial trends by displaying past years data along with current

year budget information. These financial trend disclosures are used to evaluate the District's ability to
continue as a going concern for a reasonable period of time.
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JamesMarta & Company LLP
Certified Public Accountants

Accounting, Auditing, Consulting and Tax

INDEPENDENT AUDITOR'SREPORT ON COMPLIANCE
WITH STATE LAWSAND REGULATIONS

Board of Trustees
Pierce Joint Unified School District
Arbuckle, California

We have audited the compliance of Pierce Joint Unified School District (the “District”) with the types of
compliance requirements described in the State of California's Sandards and Procedures for Audits of
California K-12 Local Educational Agencies (the Audit Guide”) to the statelawsand regul ationslisted bel ow
for the year ended June 30, 2013. Compliance with the requirements of state laws and regulations is the
responsibility of District’'s management. Our responsibility is to express an opinion on the District’s
compliance based on our audit.

We conducted our audit of compliancein accordance with auditing standards generally acceptedin the United
States of America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and the State Controller's Sandards and Procedures
for Audits of California K-12 Local Educational Agencies. Those standardsrequire that we plan and perform
the audit to obtain reasonable assurance about whether noncompliance with the state laws and regulations
listed below occurred. An audit includes examining, on atest basis, evidence about the District’ s compliance
with those requirements and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does not
provide alegal determination of the District’s compliance with those requirements.

Audit Guide Procedures

Description Procedures Performed

Attendance Reporting 6 Yes
Teacher Certification and Misassignments 3 Yes
Kindergarten Continuance 3 Yes
Independent Study 23 No, see below
Continuation Education 10 No, see below
Instructional Time

School Districts 6 Yes

County Offices of Education 3 Not applicable
Instructional Materials

General Requirements 8 Yes
Ratio of Administrative Employees to Teachers 1 Yes
Classroom Teacher Salaries 1 Yes
Early Retirement I ncentive Program 4 No, see below
Gann Limit Calculation 1 Yes

701 Howe Avenue, Suite E3, Sacramento, CA 95825 (916) 993-9494 fax (916) 993-9489 44
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Audit Guide Procedures

Description Procedures Performed

School A ccountability Report Card 3 Yes
Juvenile Court Schools 8 Not Applicable
Class Size Reduction Program

General requirements 7 Yes

Option one classes 3 Yes

Option two classes 4 No, see below

Districts with only one school serving K-3 4 No, see below
After Schools Education and Safety Program

General requirements 4 Yes

After School 5 Yes

Before School 6 No, see below
Contemporaneous Records of Attendance,

for Charter Schools 1 No, see below
Mode of Instruction, for Charter Schools 1 No, see below
Nonclassroom-Based I nstruction/Independent Study,

for Charter Schools 15 No, see below
Determination of Funding for Nonclassroom-Based

Instruction, for Charter Schools 3 No, see below
Annual Instructional Minutes - Classroom Based,

for Charter Schools 4 No, see below

We did not perform any procedures related to Independent Study and Continuation Education because these
programs were below the materiality threshold for testing.

We did not perform any procedures related to Instructional Time for County Office of Education because the
District is not a County Office of Education.

We did not perform any procedures related to Early Retirement Incentive Program, Juvenile Court Schools,
Class Size Reduction, Option two classes, Districts with only one school serving K-3 and Before School
requirements for the After School Education and Safety because the District did not participate in these
programs.

Wedid not perform any procedures rel ated to Contemporaneous Records of Attendance, Mode of Instruction for
Charter Schools, Nonclassroom-Based Instruction/Independent Study for Charter Schools, Determination of
Funding for Nonclassroom-Based Instruction for Charter Schools, and Annual Instructional Minutes-Classroom-
Based for Charter Schools because the District did not have any charter schools.
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In our opinion, Pierce Joint Unified School District complied, in all material respects, with the state laws and
regulations referred to above for the year ended June 30, 2013.

This report is intended solely for the information and use of the Board of Trustees, management, State
Controller’s Office, Department of Finance, Department of Education, and pass-through entities, and is not
intended to be and should not be used by anyone other than these specified users.

%méwiw

James Marta & Company LLP
Certified Public Accountants
November 21, 2013
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JamesMarta & Company LLP
Certified Public Accountants

Accounting, Auditing, Consulting and Tax

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERSBASED ON AN AUDIT OF
FINANCIAL STATEMENTSPERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

INDEPENDENT AUDITOR’'S REPORT

Board of Trustees
Pierce Joint Unified School District
Arbuckle, California

We have audited the financia statements of the governmental activities, each major fund, and the aggregate
remaining fund information of Pierce Joint Unified School District (the“ District”), as of and for the year ended
June 30, 2013, which collectively comprise the District’ s basic financial statements and have issued our report
thereon dated November 21, 2013. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered District'sinternal control over
financial reporting (internal control) to determine the audit proceduresthat are appropriatein the circumstances
for the purpose of expressing our opinions on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of District’sinterna control. Accordingly, we do not express an opinion on the
effectiveness of Example Entity’ sinternal control.

A deficiency ininternal control exists when the design or operation of a control does not allow management or
employees, in the norma course of performing their assigned functions, to prevent, or detect and correct,
misstatementson atimely basis. A material weaknessisadeficiency, or acombination of deficiencies, ininternal
control, such that thereisareasonable possibility that amaterial misstatement of the entity’ sfinancial statements
will not be prevented, or detected and corrected on atimely basis. A significant deficiency isadeficiency, or a
combination of deficiencies, ininternal control that isless severethan amaterial weakness, yet important enough
to merit attention by those charged with governance.

Our consideration of internal control wasfor the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies. Given these limitations, during our audit wedid not identify any deficienciesin interna
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been
identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether District's financial statements are free from material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements, noncompliance with which could have a direct and materia effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opinion. The results of our testsdisclosed no
instances of noncompliance or other matters that are required to be reported under Government Auditing
Sandards.

Purpose of this Report

Thepurpose of thisreport is solely to describe the scope of our testing of interna control and complianceand the
results of that testing, and not to provide an opinion on the effectiveness of the entity’ s internal control or on
compliance. This report is an integra part of an audit performed in accordance with Government Auditing
Sandards in considering the entity’ sinternal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

%méwiw

James Marta & Company LLP
Certified Public Accountants
November 21, 2013
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JamesMarta & Company LLP
Certified Public Accountants

Accounting, Auditing, Consulting and Tax

REPORT ON COMPLIANCE WITH REQUIREMENTSTHAT COULD HAVE A DIRECT
AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

INDEPENDENT AUDITOR’S REPORT

Board of Trustees
Pierce Joint Unified School District
Arbuckle, Cdifornia

Compliance

We have audited Pierce Joint Unified School District’s (the “District”) compliance with the types of
compliancerequirementsdescribed inthe OMB Circular A-133 Compliance Supplement that could have a
direct and material effect on each of District’s major federal programs for the year ended June 30, 2013.
The Digtrict’s major federal programs are identified in the summary of auditor’s results section of the
accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management isresponsiblefor compliance with the requirements of laws, regulations, contracts, and grants
applicable to its federal programs.

Auditor’s Responsibility

Our responsibility isto express an opinion on compliance for each of the District’ smajor federa programs
based on our audit of the types of compliance requirements referred to above. We conducted our audit of
compliancein accordance with auditing standards generally accepted in the United States of America; the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local Governments,
and Non-Profit Organizations. Those standardsand OMB Circular A-133 require that we plan and perform
the audit to obtain reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and materia effect on a major federal program
occurred. An audit includes examining, on atest basis, evidence about the District’ s compliance with those
reguirements and performing such other procedures as we considered necessary in the circumstances.

Webelievethat our audit providesareasonable basisfor our opinion on compliance for each major federal
program. However, our audit does not provide alegal determination of the District’s compliance.

Opinion on Each Major Federal Program
In our opinion, the District complied, in all material respects, with the types of compliance requirements

referred to above that could have adirect and material effect on each of its major federal programsfor the
year ended June 30, 2013.
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Internal Control Over Compliance

Management of the District is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirementsreferred to above. In planning and performing our audit of
compliance, we considered the District’ sinternal control over compliancewith thetypesof requirementsthat could
have a direct and material effect on each major federal program to determine the auditing procedures that are
appropriate in the circumstances for the purpose of expressing an opinion on compliance for each major federal
program and to test and report on internal control over compliance in accordance with OMB Circular A-133, but
not for the purpose of expressing an opinion on the effectiveness of internal control over compliance. Accordingly,
we do not express an opinion on the effectiveness of the District’sinternal control over compliance.

A deficiency ininternal control over compliance exists when the design or operation of acontrol over compliance
does not allow management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, noncompliance with atype of compliance requirement of afederal programonatimely basis.
A material weaknessininternal control over compliance isadeficiency, or combination of deficiencies, ininterna
control over compliance, such that there is a reasonable possibility that material noncompliance with a type of
compliancerequirement of afederal program will not be prevented, or detected and corrected, on atimely basis. A
significant deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in
internal control over compliance with atype of compliance requirement of afederal program that is less severe
than a material weakness in internal control over compliance, yet important enough to merit attention by those
charged with governance.

Our consideration of internal control over compliance wasfor the limited purpose described in thefirst paragraph
of this section and was not designed to identify all deficienciesin internal control over compliance that might be
material weaknesses or significant deficiencies. We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses. However, material weaknesses may exist that have not
been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of
internal control over compliance and the results of that testing based on the requirements of OMB Circular A-133.
Accordingly, thisreport is not suitable for any other purpose.

Report on Schedule of Expenditures of Federal Awards Required by OMB Circular A-133

We have audited thefinancial statementsof the District as of and for the year ended June 30, 2013, and haveissued
our report thereon dated November 21, 2013, which contained an unmodified opinion on those financia
statements. Our audit was conducted for the purpose of forming an opinion on the financial statementsasawhole.
The accompanying schedule of expenditures of federal awardsis presented for purposes of additional analysisas
required by OMB Circular A-133 and is not arequired part of the financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting and other
records used to prepare the financia statements. The information has been subjected to the auditing procedures
applied in the audit of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional proceduresin accordance with auditing
standards generally accepted in the United States of America. In our opinion, the schedule of expenditure of federal
awards isfairly stated in all material respectsin relation to the financial statements as a whole.

%méwiw

James Marta & Company LLP
Certified Public Accountants
November 21, 2013
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PIERCE JOINT UNIFIED SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

Section | —Summary of Audit Results

Financial Statements

Type of auditor’ sreport issued: Unmodified
Internal control over financial reporting:
Material weakness(es) identified? Yes No
Significant deficiency(ies) identified? Yes None reported
Noncompliance material to financial statements
noted? Yes No
Federal Awards
Internal control over major programs:
Material weakness(es) identified? Yes No
Significant deficiency(ies) identified? Yes None reported
Type of auditor’ s report issued on compliance
for major programs: Unmodified
Any audit findings disclosed that are required to
be reported in accordance with OMB Circular
A-133, Section .510(a)? Yes No

I dentification of major programs:

CFDA Number(s)

10.555

Dollar threshold used to distinguish between

Name of Federal Program or Cluster

Child Nutrition Cluster

Type A and Type B programs: $300,000

Auditee qualified as low-risk auditee? X Yes No

State Awards

Internal control over state programs:
Material weakness(es) identified? Yes No
Significant deficiency(ies) identified? Yes None reported

Type of auditor’s report issued on compliance

for state programs. Unmodified
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PIERCE JOINT UNIFIED SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

Section |l — Financial Statement Findings

2013-1 30000 — INTERNAL CONTROL

Criteria:

An effective system of interna control regquires employees who have access to District assets not also have
access to accounting records that are used to maintain control over assets. In addition, all significant financial
transactions need to be reviewed by another informed employee.

Condition:

Dueto the limited size of the business office staff, an appropriate segregation of duties cannot always be
maintained.

Cause:

The Didtrict does not have adequate staff of specialized personnel to ensure appropriate maintenance for
segregation of duties.

Effect:
When appropriate segregation of dutiesis not maintained, there is more than aremote likelihood a material
misstatement of the financial statements may occur and then not be detected by the District’ s system of

interna control.

Recommendation:

If the District determines it cannot fully remediate the control weakness, management should develop
alternative procedures which may help mitigate the financial reporting risk for the District of Pierce Joint
Unified School District.

M anagement’s Response:

The District does not have sufficient staff to segregate duties to the desired level. All financial
transactions are reviewed by at least two administrators before execution.

Corrective Action Plan:

The Didtrict does not have sufficient staff to segregate dutiesto desired level. All financia transactions are
reviewed by at |east two administrators before execution.
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PIERCE JOINT UNIFIED SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

Section |11 —Federal Award Findings and Questioned Costs

No matters were reported.
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PIERCE JOINT UNIFIED SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

Section |1V — State Award Findings and Questioned Costs

No matters were reported.
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PIERCE JOINT UNIFIED SCHOOL DISTRICT
STATUSOF PRIOR YEAR RECOMMENDATIONS

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

2012-1 30000 — INTERNAL CONTROL

SEGREGATION OF DUTIES

Finding

An effective system of internal control requires that employees who have access to District assets do not also
have access to accounting records that are used to maintain control over the assets. In addition, all significant
financial transactions need to be reviewed by another informed employee. Due to the limited size of the
business office staff, an appropriate segregation of duties cannot always be maintained.

Recommendation

If the District determines that it cannot fully remediate the control weakness, management should develop
alternative procedures, which may help to mitigate the financial reporting risk of the District.

Current Status

Not Implemented. See 2013-1.
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